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Editorial Section 
THE TENDENCY TOWARD MUTUALIZATION 


The mutualization of two great companies which 
previously operated upon the stock basis has nat- 
urally focused the attention of students of life 
insurance conditions upon those companies which, 
though writing participating business, are in the 
last analysis controlled by the owners of their capi- 
tal stock. We have before us an inquiry from an 
agent of one such company, a very excellent institu- 
tion. In his letter our correspondent says: 

“I understand a purely mutual company or a 
strictly stock company, but cannot quite get the 
relationship fixed in these mixed companies.” 

Continuing, he asks us whether we consider the 
relations between the participating and non-par- 
ticipating branches of his particular company “to 
be equitable and just,” and whether we consider 
such an arrangement to be “as good as a purely 
mutual company.” 

It is no wonder that our correspondent is puzzled 
by the attempt to reason out the precise position 
of these “mixed” companies. There is an excellent 
company of that class which has been so ably man- 
aged that besides paying very large returns to its 
stockholders it has paid upon its participating pol- 
icies dividends which place it quite in the front 
rank in that respect. It reports separately the sur- 
plus derived from participating and from non-par- 
ticipating business, evidently upon the theory that 
the former accumulation belongs to the policy-hold- 
ers; but in an important action the courts of its 
home State, passing upon another matter, intimated 
that the entire surplus, from whatever source de- 
rived, is the absolute property of the stockholders. 
Where such conflict of opinion is possible, the desira- 
bility of mutualization needs no extended argument ; 


and the whole tendency of the times is in that direc- 
tion. 
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It is conceded that stock capital is of no advantage 
to the policyholders of a life insurance company after 
its business has become firmly established, although 
in its earlier stages the added security of a substantial 
paid-in capital may be of decided advantage to the 
policyholders. 

We have frequently pointed out in these columns 
that changes from the mutual to the stock basis are 
so unnecessary, and so counter to the best interests of 
the policyholders, as to be justly subject to the sus- 
picion that the move is made for the pecuniary benefit 
of some small clique which obtains possession of the 
capital stock. In recent years a number of such cases 
have been in evidence; substantial mutual companies 
have, after, it must be said, complying fully with the 





laws providing for such changes, become stock com- 
panies. In almost all these cases the capital stock has 
been acquired by a few people, and not by the mem- 
bership at large, and in several cases these reorgan- 
ized concerns have been sold out after a brief period, 
on a basis yielding a very large return to the stock- 
holders, which, of course, was secured by them at the 
expense of the policyholders. Such changes have, 
fortunately, been sufficiently rare to be of no particu- 
lar importance to the business of life insurance as a 
whole, serving as an indication of the cupidity of 
individuals rather than of any movement of in- 
terest to the students of life insurance conditions; 
but they have aided in keeping attention focused on 
this important question. 








Latest Insurance Decisions Discussed 


By WILLIAM OTIS BADGER, JR. 
(Of the New York Bar) 





Benefit Insurance—Admission of Members—Reasonable 
Exclusion. 

A materially false statement as to the occupation of 
an applicant for membership precludes recovery where 
the association tendered back the premiums paid and 
asserted its position promptly on learning of the fraud. 

A recent decision by the Appellate Term of the New 
York Supreme Court illustrates anew the importance of 
the statement as to occupation made in an application 
for insurance where such statements are made war- 
ranties of the policy. In the case in question the con- 
stitution and by-laws of the association prohibited the 
admission of barkeepers. The insured was a barkeeper 
whose application was solicited by a local president of 
the order; the latter stated to the insured that he 
would “fix matters” by putting him in the application as 
a keeper of a lunchroom. The association, upon the 





death of the insured, discovered the fraud which had 
been practiced upon it, and tendered back the premiums 
paid. 

The Court held that the knowledge of and participa- 
tion in the fraud on the part of the local president was 
not such waiver on the part of the association as to pre- 
clude it from relying upon the same as a defense. This 
being so, the discrimination against barkeepers as mem- 
bers, based upon the character of the occupation, was 
held to be reasonable and the breach of warranty for- 
feited the policy. 

The opinion follows: 

SHEARN, J. This action was brought to recover 
$1,000, the amount for which the defendant had 
issued its benefit certificate upon the life of George 
Klein, the husband of the plaintiff. The defendant set 
up as affirmative defenses (1) misrepresentation and 
fraud by Klein in procuring membership; and (2) suicide 
or self-destruction, 

As to the first defense, the constitution and laws of 
the defendant provided that; 


“Application shall not be received from a barkeeper 
or other person who at any time.sells or serves in- 
toxicating liquors to be drunk on the premises.” 

It is undisputed that when the deceased applied for 
membership he was, and at all times thereafter con- 
tinued to be, a bartender and liquor saloon proprietor. 
As to the second defense, the constitution and laws 
of the defendant provided that: ; 
“No benefit shall be paid upon the death of a mem- 
ber who shall die by suicide, or self-destruction, com- 
mitted by the member whether sane or insane.” 

The body of the deceased was found by a policeman 
lying in a vacant lot about 10 miles from the home 
of deceased; there were green and yellow stains on. his 
lips and chin; alongside the body was found a blue 
bottle, on which was marked “Carbolic Acid”; the cor- 
oner’s inquest showed that deceased had died of car- 
bolic acid poisoning; and the bottle found alongside the 
body was one taken by the deceased from his home. On 
the issue of suicide, it is difficult to see how the jury 
arrived at its conclusion. When the verdict was render- 
ed, the learned trial judge, who subsequently denied the 
motion to set aside the verdict, stated: 

“It seems to me that the verdict can only be the 
result of probably unintentional sympathy and prejudice 
against the defendant and in favor of the plaintiff.” 

Nevertheless, while the decision in Bennard v. Pro- 
tective Home Circle, 161 App. Div. 59, 146 N. Y. Supp. 
232, stands it would seem unwarrantable to interfere with 
the jury’s verdict. 

{1, 2] Numerous and interesting questions are very 
ably discussed in the briefs of counsel, but the only 
one that it is necessary to consider is the one decisive 
of the appeal, namely, the alleged waiver by the defend- 
ant of the concededly false representation made by the 
deceased in his application. The defendant organization 
is composed of a number of local councils, as is usual 





with these benefit societies. The president or head of 
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the local was called the “councilor.” The councilor of 
local No. 17, who for more than eight years had visited 
the deceased’s saloon and bought drinks from him, 
persuaded the deceased to drop other insurance and 
join the defendant order. Plaintiff admitted that the 
question of the deceased’s ineligibility by reason of his 
business was brought up and discussed before the ap- 
plication was signed. She testified: 

“Q. Did Mr. Miller [the councilor] speak to your 
husband regarding the saloon business? A. Yes. Q. 
What did he say? A. He. said, ‘I will fix it up all 
right.’ He said, ‘I will put you in as a lunchroom.’ 
Q. Did he tell him to say that? A. Yes; he told him to 
put it as a lunch man.” 

Intemperate habits may seriously affect the risk in 
life insurance. In view of the opportunity for and temp- 
tation to excessive drinking in the case of a saloon 
keeper or bartender, it was a reasonable rule and sound 
policy for this order to adopt excluding saloon keep- 
ers and bartenders from membership. It was decided 
in Dwight v. Germania Life Ins. Co., 103 N. Y. 341, 8 
N. E. 654, 57 Am. Rep. 729, that a false statement that 
the applicant for insurance had not been engaged in 
or connected with the manufacture or sale of intoxicating 
liquors was a breach of warranty and forfeited the policy. 
It is contended, however, in the case at bar that the 
defendant waived the forfeiture by the acts of the coun- 
cilor or head of the local, who was a party to the mis- 
representation, notwithstanding the following provision 
of the constitution and laws of the defendant, which 
were part of the contract sued upon, and which were 
introduced in evidence by the plaintiff: 

“No act of a subordinate council or of any member 
thereof in the admission of any person to membership 
in this council, and no act of any member for his own 
or his beneficiary’s advantage, shall be recognized by or 
be deemed binding upon the supreme council, or as en- 
titling the person admitted or the beneficiary named, 
to any benefits from this association, unless such acts 
shall be in accordance with the provisions contained 
in the laws and constitutions prescribed by the supreme 
council.” 

This contention completely loses sight of the principle 
upon which the cases rest which apply the rule of 
waiver. 

“The rule which charges a principal with the knowl- 
edge of his agent is for the protection of innocent third 
persons. If a person colludes with an agent to cheat 
the principal, the latter is not responsible for the act or 
knowledge of the agent.” May on Insurance, § 133B. 

It was said in Wood v. American Fire Ins. Co., 149 
N. Y. 382, 386, 44 N. E. 80, 81 (52 Am. St. Rep. 733): 

“To take the benefit of a contract with full knowledge 
of all the facts and attempt afterwards to defeat it, 
when called upon to perform, by asserting conditions 
relating to those facts would be to claim that no con- 
tract was made and thus operate as a fraud upon the 
other party.” 

Here the fraud perpetrated is upon the insurer, and 
not upon the insured. Here the beneficiary of the de- 
ception practiced upon the insurer, and with actual 
knowledge of the cheat, is asserting the waiver. To ap- 
ply, for the benefit of a beneficiary of a fraud with 


* knowledge of the deception, a waiver based upon the 





necessity and justice of protecting innotent persons 
against fraud, would be very ‘!logical and quite absurd. 
Cases such as Wood v. American Fire Ins. Co., supra, 


“Skinner v. Norman, 165 N. Y. 565, 59 N. E, 309, 80 Am. 


St. Rep. 776, and Stewart v Union M. L, I. Co., 155 
N. Y..257, 49 N. E. 876, 42 L. R. A. 147, do not seem 
to me to be at all in point. If the councilor had told 
the deceased that he could get the deceased admitted 
to membership in spite of his disqualification, and if the 
deceased had signed a truthful application, and on that 
truthful application had been admitted by the local, 
the situation would be quite different, and it might 
well be held that the requirement as to his occupation 
had been waived. But, instead, the deceased, knowing 
that he was ineligible, colluded with the agent to cheat 
and deceive the defendant. 

No such element existed in any of the above-cited 
cases, In the Wood Case, not only was there no de- 
ception, and no possible claim of fraud, but it was not 
definitely known until the case was decided by the 
Court of Appeals what legal effect the transfer of the 
interest of one of the members of a partnership holding 
title to real estate had upon the unconditional and sole 
ownership of the firm. It was finally held that the 
title to the real property, which was the subject of the 
insurance, was in the partnership firm, and was not 
affected by the assignment of one of the members. An 
unsuccessful attempt of an insurance company to forfeit 
the policy because of this ineffective assignment, which 
was fully known to the agent, can scarcely be con- 
sidered an authority for holding that in the case of a 
deliberate deception, practiced by the insured with the 
connivance of the defendant’s agent, the insurer is 
bound on the theory of waiver. In the Skinner Case, 
there was no deception or fraud attempted to be prac- 
ticed upon the insurance company. When the agent 
of the insurance company asked whether there were any 
claims against the steamboat that was to be insured, 
a representative of the plaintiff disclaimed any knowl- 
edge of claims ‘against the property, but stated that, 
if there were any, the defendant’s agent could ascertain 
them by inquiry of the plaintiff, which the agent vol- 
untarily agreed to do, but failed to do. Such a case 
clearly does not bear upon the situation with which 
we are dealing. Similarly with the Stewart Case, where 
the agent took a note for the first premium. Not only 
was there no question of deception, but the company 
had accepted the note, as the court found might be 
inferred from the notice through its local cashier to 
the policy holder, stating when his note “given in 
settlement of premium due on the policy” “will be due 
and payable.” 

{3] It is also contended that, if there was no waiver, 
there was at least an estoppel on the part of the de- 
fendant, based upon the receipt of dues by the defendant 
from the deceased with the knowledge of its agent that 
the deceased was disqualified from membership. It is, 
of course, true that the forfeiture could be waived if 
the defendant had knowledge of the deceased’s in- 
eligibility and of the false representation; but it is 
equally true that, in order to work an estoppel, proof 
of knowledge was essential. The claim is that the 
knowledge of the agent is to be imputed to the de- 

(Continued on next page.) 
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fendant, and that the defendant is to be bound thereby. 
But this rule has never been applied where the agent 
and the. insured were acting in collusion to deceive the 
insurer. The estoppel is created for the benefit of in- 
nocent persons, not for those guilty of working a fraud 
upon the insurer. Indeed, it was distinctly held in 
Levell v. Royal Arcanum, 9 Misc. Rep. 257, 30 N. Y. 
Supp. 205, that the knowledge of a committee of three 
members of a subordinate lodge cannot be imputed to 
and charged upon the grand lodge. That was a case 
where the committee had been deceived. Certainly, 
therefore, such knowledge would not be imputed where 
a councilor of the subordinate lodge, whose knowledge 
is sought to be imputed to the grand lodge, was an 
active participant in the fraud. See Hartman v. Na- 
tional Council (Or.) 147 Pac. 931, and Mattson v. Mod- 
ern Samaritans, 91 Minn. 434, 98 N. W. 330. 

Council cites Sergent v. Liverpool & L. Ins. Co., 155 
N. Y. 349, 49 N. E. 935, in which it was held that a 
fire insurance company, which has issued a policy pro- 
viding that the insured shall file proofs of loss within 
60 days, and that no officer, agent, or other representa- 
tive of the company shall have the power to waive 
any condition, except by indorsement on the agreement, 
may by conduct estop itself from enforcing such pro- 
vision against one who has acted in reliance upon such 
conduct. 

[4] It is well established that the truth of a warranty 
is a condition precedent to the attaching of the risk. In 
the case at bar, the deceased warranted the truthfulness 
of his statements.. These representations were material 
to the risk, and, since they were untrue, the risk never 
attached. There is a plain distinction between waiving 
the effect of a false representation, in consequence of 
which no valid contract was ever made, and waiving a 
formality in connection with the collection of a loss 
after the liability has become fixed. 

[5] The deceased had no right to membership; his 
certificate was obtained through a fraud to which he 
was a party with full knowledge; the plaintiff herself 
also knew of the deception practiced; the defendant 
never waived the fraud, nor had any knowledge thereof 
until after the death of the plaintiff's husband, when 
it promptly asserted its position and tendered the pre- 
miums paid; accordingly, therefor, upon the proof pre- 
sented there can be no recovery. 

Judgment reversed, and new trial ordered, with costs 
to the appellant to abide the event. 

PAGE, J., concurs. 

BIJUR, J. I dissent. I am unable to distinguish this 
case from Wood v. Am. Ins. Co., 149 N. Y. 382, 44 


N. E. 80, 52 Am. St. Rep. 733, Skinner v. Norman, 165 
N. Y. 565, 59 N. E. 309, 80 Am. St. Rep. 776, and 
Stewart v. Union Met. L. I. Co., 155 N. Y. 257, 49 N. E. 
876, 42 L. R. A. 147, which hold in substance that 
the breach of a condition in a policy of insurance may, 


| at the inception of the policy, be waived by the general 





agent, who delivers the same with knowledge of the 
breach of the condition, even though the policy con- 
tain a provision that no such waiver may be made 
by the agent. 

The adherence of our courts to this doctrine, not- 
withstanding the contrary attitude of the Supreme Court 
of the United States in Northern Assurance Co. v. 
Building Association, 183 U. S. 308, 22 Sup. Ct. 133, 46 
L. Ed. 213, and the apparently inconsistent decision of 
Russell v. Pru. Ins. Co., 176 N. Y. 178, 68 N. E. 252, 
98 Am. St. Rep. 656, is pointed out in the opinion in 
the recent case of McClelland v. Mutual Life Ins. Co., 
151 App. Div. 264, 269, 270, 135 N. Y. Supp. 735. if 
fail also to find any distinction in this respect between 
a breach of a condition and breach of a warranty of 
fact, which, under the terms of the policy, the state- 
ment of the assured in the case at bar undoubtedly was. 

Nor do I think that the application of the rule is 
destroyed by calling this breach of warranty a fraud. 
I am not sure that on the whole the transaction pre- 
sented those elements upon which a finding of fraud 
may be predicated. But, assuming that question to be 
presented, it was submitted to the jury, and its deter- 
mination must be taken as having, been adverse to the 
appellant in that regard. I think the finding has ample 
support in the testimony of the plaintiff, to the effect 
that defendant’s representative persuaded the plaintiff 
to give up life insurance which he carried in an insur- 
ance company, and to take out instead a larger policy 
with the defendant, advancing a number of arguments 
to strengthen the inducement so to do; and although 


| it is true that plaintiff signed the application, misstating 


his occupation, defendant’s representative said to him: 

“T will fix it up all right, I will put you in as a lunch- 
room.” 

Under these circumstances, I think that, if a finding of 
fraud were to be made, it might be justified, were plain- 
tiff’s claim to be defeated; but it would be rather the 
defendant that would, under such circumstances, be tak- 
ing advantage of the fraud, which, indeed, was the pre- 


| cise application of the language quoted in the majority 


opinion from the Wood Case, supra. 
The judgment should, in my opinion, be affirmed. 
Klein v. Supreme Counsel of Loyal Ass’n. 155 N. Y. 
Supp. 580. 
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Reports Upon Companies and Associations 





BEACON LIFE INSURANCE COM- 
PANY, INDIANAPOLIS, INDIANA. 
The outstanding business of this 

company, amounting to $33,000 ordinary, 

and six industrial policies, was rein- 
sured in the Indiana National Life In- 

surance Company on December 8, 1915. 

The Beacon has gone out of business. 


CENTRAL LIFE INSURANCE COM- 
PANY, LEXINGTON, KENTUCKY. 
On January 15, 1916, Walter Jeffers, 

Master Commissioner, Franklin County, 

Kentucky, was appointed receiver of 

this company. 


CENTRAL NATIONAL LIFE INSUR- 
ANCE COMPANY, LINCOLN, NEB. 
The outstanding business of this 

company, amounting to $10,321,500, has 

been reinsured in the Central States 

Life Insurance Company, of St. Louis, 

Mo. The transfer took effect as of Jan- 

uary 1, 1916. When the deal is fully 

consummated the Central States Life 
will have about $21,000,000 of insurance 
in force and assets of about $2,000,000. 

This company was formerly a mutual 
legal reserve company, but in 1914 re- 
incorporated as a stock company with 
$100,000 capital. Policy holders were 
offered the first chance to purchase the 
stock at par at $1 per share. Only 

2,000 shares were taken by them, and 

the balance, with the exception of 

5,000 shares, was taken by the man- 

agement, which gave them control. 


COLUMBUS MUTUAL LIFE 
ANCE COMPANY, 


INSUR- 
COLUMBUS, 0O. 


We have received a printed state- 
ment giving the condition of this 
company as of December 31, 1915, 


which shows a very good gain in as- 
sets, surplus and insurance in force. 

On December 31, 1914, the total ad- 
mitted assets amounted to $542,127. On 
December 31, 1915, that item had in- 
creased to $697,633.58. The surplus over 
paid in capital on December 31, 1914, 
amounted to $101,879, and on Decem- 
ber 31, 1915, this item had increased to 
$125,169.03. The insurance in force on 
December 31, 1914, was $5,740,478, and 
on December 31, 1915, $6,679,800. 


THE CONNECTICUT MUTUAL LIFE 
INSURANCE, HARTFORD, CONN. 


“We print below in full the disability 
clauses just adopted by this company. 
Either form may be used in conjunc- 
tion with new or existing insurance, 
but in the latter case evidence of in- 
surability will be required. Neither 
form of agreement will be issued in 
connection with term policies, nor 
Joint Life policies, nor policies on the 
lives of women, nor in general in con- 
nection with a policy which is issued 
on other than the plan applied for or 
which bears an extra premium for 
over-weight. The extra premium 





charged for the two forms varies ac- 
cording to age and the kind of policy 
to which they are attached. At age 35 
the Waiver of Premium Disability 
Agreement costs 33 cents when at- 
tached to an Ordinary Life Policy, 22 
cents per thousand in connection with 
a Twenty Pay Life Policy. The Waiver 
of Premium with Life Income Provision 
costs 69 cents per thousand at age 35, 
in connection with Ordinary Life Pol- 
icy, and 63 cents in connection with a 
Twenty Pay Life Policy. 

The clauses are as follows: 

Total and Permanent Disability Agree- 
ment. Waiver of Premium. 

“In Consideration of the Application 
herefor, which is the basis of and a 
part of this Agreement, by. 
the Insured under Policy No. ....... 
issued by said Company, 
and of the payment to said Company 


a are the additional annual pre- 
ge eee ee Dollars on the ..... 
Or. OE cede ». 19..., and of a like 


additional annual premium on or be- 
fore the anniversary of the same date 


in every year during the continuance 
of such Polley. wht .......0. addi- 
tional annual premiums shall have 
been paid, 

“Hereby Agrees that, if there shall 


have been no failure to pay premiums 
as provided in said Policy, upon re- 
ceipt at the Home Office of the Com- 
pany of due proof that the Insured, 
prior to his attaining the age of sixty 
years, shall have become totally dis- 
abled by bodily injury or by disease so 
that he then is and will be thereby 
permanently and continuously  pre- 
vented from engaging in. any occupa- 
tion whatsoever for remuneration or 
profit, and that such disability has ex- 
isted continuously for not less than 
sixty days, payment of each subsequent 
full annual premium .on said Policy 
and on this Agreement shall be waived 
as it becomes due during the said dis- 
ability of the Insured, and any pre- 
mium so waived shall not be deducted 
in any settlement under said Policy. 
and any values and benefits provided 
for in said Policy shall be the same as 
if said premium had been duly paid to 
the Company, except that any divi- 
dends apportioned to said Policy dur- 
ing said disability shall be payable in 
cash. 

“Notwithstanding that proofs of 
such disability shall have been accept- 
ed, the Company may thereafter, at its 
pleasure, but not oftener than once a 
year, demand of the Insured due proof 
of the continuance of such disability; 
and upon failure to furnish such proof, 
or if it appears to the Company that 
the Insured has become able to engage 
in any occupation whatsoever for re- 
muneration or profit, no further pre- 
miums will be waived. 

“Without prejudice to any other 
cause of disability, the total and irre- 
coverable loss of sight of both eyes, 
loss of both hands at or above the 





wrist, loss of both feet at or above the 
ankle, or similar loss of one hand and 
one foot, shall be considered to con- 
stitute total and permanent disability 
within the meaning of this Agreement, 

“The additional annual premium 
hereon, with an addition of two per 
centum thereof if paid in semi-annual 
instalments or three per centum there- 
of if paid in quarterly instalments, 
may, on written request, be paid in 
such instalments beginning with the 
due date of the additional annual pre- 
mium. 

“The payment of the additional pre- 
miums as herein provided is the con- 
sideration for the additional risk in- 
curred under the provisions hereof, and 
does not entitle the Insured or any 
Seneficiary under said Policy to any 
additional participation in any division 
of the Company’s surplus, or to any 
additional cash, loan or paid-up value 
thereunder and failure to pay any ad- 
ditional premium hereon when due as 
herein provided or within thirty-one 
days thereafter, or to pay any premium 
or instalment thereof as provided in 
said Policy, will forthwith terminate 
all liability of the Company hereunder 
or on account of any payments 
made thereon; provided, however, 
that this Agreement may be re- 
instated at any time upon re- 
ceipt of evidence of insurability sat- 
isfactory to the Company and payment 
of all arrears of premiums on said 
Policy and on this Agreement with in- 
terest at a rate to be determined by 
the Company not exceeding six per 
centum per annum.” 

Total and Permanent Disability Agree- 
ment. Waiver of Premium with 
Life Income. 

“In Consideration of the Application 


herefor, which is the basis of and a 
part of this Agreement, by ....... the 
Insured under Policy No. ...... issued 


by said Company, and of the 


payment to said Company of ...... the 
additional annual premium of ........ 
Dollars 6H the ......s- ae eres S . 
19..., and of a like additional annual 


premium on or before the anniversary 
of the same date in every year during 
the continuance of such Policy until 
additional annual premiums 
shall have been paid, 

“Hereby Agrees that, if there shall 
have been no failure to pay premiums 
as provided in said Policy, upon re- 
ceipt at the Home Office of the Com- 
pany of due proof that the Insured, 
prior to his attaining the age of sixty 
years, shall have become totally dis- 
abled by bodily injury or by disease 
so that he then is and will be thereby 
permanently and continuously pre- 
vented from engaging in any occupa- 
tion whatsoever for remuneration or 
profit, and that such disability has ex- 
isted continuously for not less than 
sixty days, 


(Continued on next page.) 
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Connecticut Mutual—Continued. 


“(A) payment of each subsequent 
full annual premium on said Policy 
and on this Agreement shall be waived 
as it becomes due during the said dis- 
ability of the Insured, and any pre- 
mium so waived shall not be deducted 
in any settlement under said Policy, 
and any values and benefits provided 
for in said Policy shall be the same as 
if said premium had been duly paid to 
the Company, except that any divi- 
dends apportioned to said Policy dur- 
ing said disability shall be payable in 
cash and 

“(B) in addition that, if after one 
year from the date of receipt of proof 
as aforesaid due proof of the contin- 
uance of such total and permanent dis- 
ability be furnished, upon satisfactory 
release and surrender by all parties in 
interest of said Policy (subject to res- 
toration as hereinafter rrovided, and 
reserving the rights to any paid-up ad- 
‘ditions to the payees thereof), the 
Company will issue either 


“(1) a Contract whereby the Com- 
pany will agree (a) to pay to said In- 
sured each month, while living, one 
per centum of the amount insured by 
said Policy (exclusive of any paid-up 
additions) less any then existing in- 
debtedness to the Company secured 
thereby until 100 such payments shall 
have been made (the first of such 
monthly payments to be made one 
month after issue of such Contract) 
and, in the event of the death of the 
Insured before 100 such payments shall 
thave been made, then to pay an amount 
equal to the remainder of such 100 
payments to such persons as, except 
for such surrender, would have been 
the payees of said Policy at its ma- 
turity, and (b) in the event that said 
Insured shall be living at the expira- 
tion of 100 months from the date of 
issue of such Contract, to pay there- 
after to him a life annuity, the amount 
of each annual! payment to be five times 
the amount of a monthly payment as 
aforesaid (the first of such annual pay- 
ments to be made one year after the 

~ expiration of said 100 months, and such 
annual payments to terminate with the 
last payment due prior to the decease 
of the Insured); such Contract not to 
participate in any division of the Com- 
pany’s surplus; 
or, at the option of said Insured, 

“(2) a Contract whereby the Com- 
pany will agree to retain the amount 
insured by said Policy (exclusive of 
any paid-up additions) less any then 
existing indebtedness to the Company 
secured thereby, and to pay to the In- 
sured such interest thereon from the 
date of issue of such Contract as shall, 
from time to time, be determined and 
thereto apportioned by the Company, 


but at a rate not less than three per'! 


ecentum per annum, payable annually 
or, at the option of the Insured, semi- 
annually, quarterly or monthly, and 
upon the death of the. Insured, or upon 
the date when said Policy would have 
matured as an endowment if prior to 
such death, to pay the amount so re- 
tained, together with any accrued in- 





terest, to such persons as, except for 
such surrender, would have been the 
payees of said Policy at its maturity. 

“Notwithstanding that proofs of such 
disability shall have been accepted, the 
Company may thereafter, at its pleas- 
ure, but not oftener than once a year, 
demand of the Insured due proof of 
the continuance of such disability; and 
upon failure to furnish such proof, or 
if it appears to the Company that the 
Insured has become able to engage in 
any occupation whatsoever for remu- 
neration or profit, no further premiums 
will be waived, and no further pay- 
ments under either of said options will 
be made; and any Contract issued as 
above provided shall be canceled, and 
said Policy shall be ‘restored reduced 
in amount by the sum of any and all 
payments made under such ‘Contract, 
but subject to any indebtedness to the 
Company on said Policy existing at the 
time of issue of such Contract, which 
indebtedness shall be reinstated. 

“Without prejudice to any other 
cause of disability, the total and irre- 
coverable loss of sight of both eyes, 
loss of both hands at or above the 
wrist, loss of both feet at or above the 
ankle, or similar loss of one hand and 
one foot, shall be considered to con- 
stitute total and permanent disability 
within the meaning of this Agreement. 

“The additional annual premium 
hereon, with an addition of two per 
centum thereof if paid in semi-annual 
instalments or three per centum there- 
of if paid in quarterly instalments, 
may, on written request, be paid in 
such instalments beginning with the 
due date of the additional annual pre- 
mium. 

“The payment of the additional pre- 
miums as herein provided is the con- 
sideration for the additional risk in- 
curred under the provisions hereof, 
and does not entitle the Insured or any 
Beneficiary under said Policy to any 
additional participation in any division 
of the Company’s surplus, or to any 
additional cash, loan or paid-up value 
thereunder; and failure to pay any ad- 
ditional premium hereon when due as 
herein provided or within thirty-one 
days thereafter, or to pay any premium 
or instalment thereof as provided in 
said Policy, will forthwith terminate 
all ability of the Company hereunder 
or on account of any payments made 
hereon; provided, however, that this 
Agreement may be reinstated at any 
time upon receipt of evidence of in- 
surability satisfactory to the Company 
and payment of all arrears of pre- 
miums on said Policy and on this 
Agreement with interest at a rate to 
be determined by the Company not ex- 
ceeding six per centum per annum.” 


CONTINENTAL LIFE INSURANCE 
COMPANY, SALT LAKE CITY, 
UTAR, 

Report of Examination Reviewed. 

This company was examined by the 
Insurance Departments of Colorado, 
Utah and Wyoming, as of October 31, 
1915. The report is dated January 4, 
1916. The examiner in charge was con- 
sulting actuary, Paul L. Woolston. 








The report states that when the con- 
trol of the company passed into new 
hands about three years ago, some 
changes were made in the officers and 
directors. New plans were then adopt- 
ed, under which the expenses were 
rapidly increased, until the former 
profits of the company were changed 
to losses, the surplus decreasing from 
$98,431.07 on December 31, 1912, to 
$46,217.07 on December 31, 1914. Divi- 
dends to stockholders were suspended, 
and have not yet been resumed, and 
since 1912 no further sums have been 
set aside to the credit of deferred divi- 
dend policies. 

Late in 1914 another change in con- 
trol occurred, and since that date the 
affairs of the company have improved 
steadily. Sufficient stock was pur- 
chased by the four principal officers 
to collectively give them control of 
the company. Controlling stock has 
been placed in trust for a term of ten 
years, the trustees being McCornick & 
Company, bankers, of Salt Lake City. 
The report states that when the pres- 
ent management took charge _ re- 
trenchments were begun, and have 
continued since, and that the affairs 
of the company are now being admin- 
istered in a more economical and effi- 
cient manner. 

The examiners point out that the 
cost of new business for 1915 to Octo- 
ber 31st exceeds 100 per cent. of the 
first year premiums, but since the first 
of the year the cost of new business 
has been reduced, and efforts are be- 
ing made to further reduce it to a 
profitable basis. Advances to agents 
have been practically eliminated. 
Three years ago the agency force had 
been reduced to a minimum, and the 
production was very small, but since 
that time the company built up a 
good agency organization, which is 
producing a large volume of business. 


The company issues both participat- 
ing and non-participating policies, the 
former on both the annual and de- 
ferred dividend plans. Upon the lat- 
ter estimates of profits at the end of 
the deferred dividend periods are in- 
cluded in the rate-book. The exam- 
iners stated that these estimates are 
liberal, and, according to the prob- 
able experience of the company, are 
greatly in excess of the amounts that 
will be paid. In fact, in such policies 
which have matured the dividends paid 
were very small, in comparison with the 
estimates used at the date the policies 
were issued. In the deferred dividend 
contracts there is a provision guaran- 
teeing payment of all earnings after 
three years to beneficiaries in case of 
death. The examiners state this pro- 
vision requires that correct actuarial 
ealculations be made yearly on such 
policies and that the earnings thereon 
be set aside as a specific liability for 
their benefit, regardless of the effect 
on the general surplus of the company. 

It is recommended that the system 
of accounts and records should be 
earefully revised. In the general re- 
marks the examiners point out that 
the company’s officers are business 
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men of ability and excellent standing, 
who realize the condition in which the 
company was left by its former man- 
agement and the problems it has to 
solve in the future, and it is believed 
that they will work out its affairs to a 
successful conclusion. 

Extracts from Statement as of October 


31, 1915: 

Total admitted assets..... $1,477,846.09 
Net reserve ...........-..$1,069,818.39 
Unpaid claims .....ccccoes $41,296.76 
Total liabilities except 

OS 2S eee oe Se $1,223,978.77 
Capital paid in....s.cccoes $208,875.00 
Pee SOOM ge as sesesicess $44,992.32 


The insurance issued ten months 
ending October 31, 1915, amounted to 
$5,487,409. The amount of business 
terminated was $5,004,067. The net 
amount in force on October 31, 1915, 
was $15,013,626. The lapse rate in that 
period was very heavy. 





CONTINENTAL LIFE INSURANCE 
COMPANY, WILMINGTON, DEL. 
This company has furnished us a 
printed statement showing its condi- 
tion on December 31, 1915, as follows: 
Assets: 
First mortgages on real 
OR cere eew cee. etees $1,167,541.68 
Bonds at market value.... 210,832.23 
Policy liens within the re- 


eee err Pere Te 151,657.45 
SEE. Shaye. <oie ste Peebelecawe 111,532.98 
ee ee Te ree, $1,641,564.34 
Liabilities: 

Legal reserve ........+++- $719,142.69 
Reserved for taxes, etc... 31,810.42 


Total liabilities ........ $750,953.11 





CID ie. cov caeqe ios eed yes 396,790.00 
See er 423,821.23 
WOR ce nctesosesscessvics $1,641,564.34 


Income During 1915.—Renewal pre- 
miums, $347,523.78; first year pre- 
miums, $80,453.04; premium on stock, 
$105,980.00; interest and other income, 
$68,579.71; total, $602,536.53. 

Disbursements During 1915.—Death 
losses, $64,648.00; paid to living pol- 
icyholders, $54,036.04; taxes, $8,708.90; 
home office salaries and expenses, $27,- 
701.34; agency commissions and ex- 
penses, $76,390.20; medical fees and in- 
spections, $6,639.54; dividends to stock- 
holders, $56,579.40; all other -disburse- 
ments, $187.50; total disbursements, 
$294,890.92. 

In spite of the fact that death losses 
were about two and one-half times as 
great as in 1914, the company earned 
net slightly more than $100,000. After 
paying $26,000 in dividends to policy- 
holders $74,000 was left of actual net 
profits to stockholders, out of which 
$6,000 for security fluctuations, special 
tax reserves, etc, was charged off. 
Stockholders received $56,000, or 18 per 
cent, and $12,000 was carried to sur- 
plus, in addition to the premium on the 
new stock collected during the year, 
which brought the total increase in 
surplus up to about $117 600 for the 
year. 

At the end of the year the insurance 
in force amounted to $14,996,097. 





The earnings of the company were 
materially in excess of the estimates 
used by it six or more years ago in 
selling insurance in connection with 
options on stock. We have previously 
pointed out that the same thing was 
true of the company’s operations dur- 
ing previous years, and we again sug- 
gest to the Baltimore Life Under- 
writers’ Association, which made a 
very savage attack upon.this company 
about five years ago and upon the Al- 
fred M. Best Company, because we re- 
fused to assist in this attack, that the 
association ought, in common fairness, 
to take some further action as a tardy 
attempt to do justice both to the com- 
pany and to us. 





EMPIRE LIFE INSURANCE COM- 
PANY, ATLANTA, GEORGIA, 


Insurance Commissioner Now Admits 
Company Insolvent. 


We print below an article taken 
from the Atlanta Constitution, of Jan- 
uary 19, 1916, which gives the latest 
developments in the affairs of this 
company: 

“The troubles of the Empire Life In- 
surance company were further compli- 
cated on yesterday by the filing of a 
petition in behalf of Hon. William A. 
Wright, as insurance commissioner of 
Georgia, alleging that the Empire Life 
Insurance Company now appears to be 
insolvent, and asking that suits 
against the company in the courts of 
other jurisdiction be enjoined and that 
all questions involved therein be ad- 
judicated in the case of Judge James 
R. Brown vs. the Empire Life Insur- 
ance Company, pending in Fulton su- 
perior court, and consolidated with the 
subsequent case of William A. Wright, 
insurance commissioner, against the 
same defendant. 


“The new petition alleges that Nellie 
Woodware Moore and others filed suit 
against the Empire Life Insurance 
Company in the Superior Court of Bar- 
tow County, alleging unpaid indebted- 
ness by the Empire Life Insurance 
Company on ‘the life of her deceased 
husband, and prays for an order from 
Fulton superior court enjoining fur- 
ther proceedings in Bartow superior 
court by the plaintiff in the Moore 
case. 


“On the petition Judge Ellis on yes- 
terday passed an order enjoining the 
further proceeding of the suit in Bar- 
tow County until further hearing of 
the cause. 


“The importance of the new litiga- 
tion arises from the fact that the 
plaintiff, Hon. William A. Wright, as 
insurance commissioner of Georgia, 
has always heretofore contended that 
the Empire Life Insurance Company 
was solvent and amply able to pay all 
claims of policyholders, and in the re- 
cent hearing before the insurance 
board, in which Judge Brown and oth- 
ers alleged the insolvency of the com- 
pany, the insurance board, consisting 
of ex-Governor Slaton, Insurance Com- 
missioner William A. Wright and ex- 
Attorney General Warren Grice, de- 





clined to order the company turned 

over to the insurance department.” 
The International Life of St. Louis 
submitted another contract of reinsur- 
ance, which has been approved by the 
court. Attorneys representing certain 
interests object to the reinsurance and 
gave notice of appeal to the Supreme 

Court. 
! 


FOREST CITY LIFE INSURANCE 
COMPANY, ROCKFORD, ILLINOIS, 
Report of Examination Reviewed. 


This company was examined by the 
Illinois Insurance Department, as of 
September 30, 1915, the report being 
dated November 1, 1915. A complete 
history of this company will be found 
on page 204 of our 1915 edition of 
Best’s Life Insurance Reports. 

During the first nine months of 1915, 
$1,535 had been received for payments 
on partially paid for stock, and $420 
for surplus on capital stock transfers. 
As stated in our report, the stock of 
the company is being sold direct by 
the management, involving no selling 
commission, which is very commend- 
able, 

Surplus Distribution.—Mainly an- 
nual dividend policies are issued. The 
annual dividends are based on a per- 
centage of the gross premium. The 
first dividend, which is payable at the 
end of first policy year, is 8% for life 
and term, and for endowments with 
periods longer than twenty-five years, 
and 7% for shorter period endow- 
ments. This percentage is increased 
1% annually with the duration of the 
policy. 

In the general remarks the exam- 
iner states “that the company’s progress 
while slow has been steady. It is note- 
worthy that no surplus has been con- 
tributed by the stockholders exceed- 
ing a small amount in the first nine 
months of 1915. The company’s affairs 
have been managed conservatively and 
economically, and it has had a very 
favorable mortality experience.” 


Extracts from Statement as of Septem- 
ber 30, 1915. 

Total admitted assets, $266,888.75; 
net reserve, $148,413; total liabilities 
except capital, $156,622.98; capital paid 
up, $100,000; liability on partially paid 
for stock, $1,023; unassigned funds, 
$9,242.77. 








MANUFACTURERS LIFE INSUR- 
ANCE COMPANY, TORONTO, ONT. 
In last month’s issue we printed an 

article calling attention to the fact that 

this company was to reinsure in the 

Sun Life of Montreal. On account of 

objection of the Dominion Insurance 

Department, the negotiations have 

been declared off. See article on the 

Sun Life elsewhere herein. 





MERIDIAN LIFE INSURANCE COM- 
PANY, INDIANAPOLIS, IND. 
Control Purchased. 

Mr. Arthur Jordan, president of this 
company, has accepted an offer from 


(Continued on next page.) 
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Meridian Life—Continued. 


parties interested in the Pan-Amer- 
fean Life Insurance Company, of New 
Orleans, La., for his stock, which rep- 
resents the control of the Meridian 
Life.» The transfer of the stock will 
be consummated in March or April 





next. Further plans have not yet been 
determined. 
THE MUTUAL BENEFIT LIFE IN- 


SURANCE COMPANY, NEWARK, 
NEW JERSEY. 
Declares Extra Dividend. 

In addition to the regular dividends 
as apportioned in 1916, amounting to 
$5,784,889.98, the directors have appro- 
priated special dividends payable in 
1916 amounting to $1,156,978. Every 
policy which is entitled to a regular 
dividend in 1916 will also be credited 
with a special dividend equal to 20 
per cent. of the regular dividend. 

In 1908 the company established a 
Suspended Mortality Fund, which re- 
lieves the company of the necessity of 
changing its dividend scale to meet 
fluctuations in death losses from year 
to year. 

In 1909 the company increased its 
dividend scale for 1910 and declared a 
special dividend of $675,000 payable in 
1910 in addition to the increased divi- 
dend. 

In 1910 the company established a 
Real Estate Depreciation Fund. 

In 1911 it established a Security 
Fluctuation Fund and made a further 
increase in its dividend scale for 1912 

In 1912 the company established 
higher reserves for policies issued 
prior to 1900, and provided that there- 
after the loan and surrender values 
of such policies should be based upon 
such higher reserves. 

In 1913 the company declared a spe- 
cial dividend of $867,000 in addition 
to the regular dividend. 

In 1914 the company declared a spe- 
cial dividend of $867,000 in addition 
to the regular dividend, and adopted 
an increased dividend scale for the 
year 1915, which scale is used 
for 1916. 

The company allows old 
privileges and benefits granted 
its recent policy contracts. 

The above emphasizes the admirable 
and consistent practice of this com- 
pany in its efforts to maintain the true 
principles of mutuality. 


being 


members 
under 


NATIONAL FIDELITY LIFE INSUR- 
ANCE COMPANY, SIOUX CITY, 
IOWA. 


This company was incorporated un- 
der the laws of Iowa, on November 2, 
1914, and began business on January 
19, 1916, with $200,000 capital and $120,- 
000 surplus paid in. The par value of 
the stock is $10 per share and it was 
sold at $20 per share. The organiza- 


tion expenses amounted to about 
$80,000. 
The company was promoted by its 


president, Ralph H. Rice, who was for- 
merly agency manager of the Oklaho- 





and more recently field superintendent 
of the International Life Insurance 
Company of St. Louis. 


Non-participating policies only are 
issued some of which provide for 
“guaranteed premium reductions.” Its 
business will be valued on the Amer- 
ican 3% per cent., modified preliminary 
term—(Illinois standard). 

oe 

The company states that it has 550 
stockholders, 120 of which are bank- 
ing officials. The officers and directors 
are as follows: 

Officers.—President, Ralph H. Rice; 
secretary, E. E. Brown; associate med- 
ical director, Wm. J. S. Cremin; cash- 
ier, W. G. Moulton; actuary, E. W. 
Federer; general attorneys, Shull, Gill, 
Sammis & Stillwill. 

Directors.—Brown, E. E., secretary 
of the company; Brown, H. D., vice- 
president of the company and in the 
real estate loan business in Sioux City. 

Burns, M. M., of the C., M. & St. Paul 
Railway Company, Sanborn, Ia. 

Davidson, Dave, of Davidson Bros., 
Department store and director of the 
First National Bank of Sioux City. 

Eastman, F. F., 
Ta 

Everett, 
Bluffs, Ia. 

Gill, F. E., of Shull, Gill, Sammis & 
Stillwill, attorneys, Sioux City. 


capitalist, Le Mars, 


Leonard, capitalist, Council 


Larson, Louis, cashier, Danbury State 
3ank, Danbury, Ia. 

Lincoln, S. A., secretary, Slagle Lum- 
ber Company, Alton, Ia. 

Long, A. D., 
of First 
Ta. 


capitalist 
National Bank, 


and director 
Manchester, 


Moulton, W. G., cashier, 
delity Life. 

Nelson, M. B., cashier, Farmers’ Sav- 
ings Bank, Atlantic, Ia. 

Rice, J. Will. of the 
Department of the 


National Fi- 


Underwriting 





National Fidelity 
Life 
Rice, Ralph H., president of com- 
pany 
Shinski, Joseph, capitalist, Sheldon, 
Ia. 
Tincknell, G. F., president, Alta}; 
State Bank, Alta, Ia. | 
Toy, James F., president, National | 


Bank of Commerce, Sioux City. 
Voss, C. L., cashier, 
son, Denison, Ta. 


Bank of Deni- 


| 
| 





PENSION MUTUAL LIFE INSURANCE | 


COMPANY, PITTSBURGH, PA. | 
See article in this issue concerning 
the Reliable Life Assurance Company, 


the business of which is to be reinsured 
in this company. 

The Pension Mutual Life is nego- 
tiating with several other life insur- 
ance companies with a view to merg- 
ing all of them under the direction of 
the present management of the Pen- 
sion Mutual. When these negotiations 
are completed, a new company is to be 
formed under the laws of Pennsylvania 
bearing the title, “Pension Life In- 





ma National Life Insurance Company, 





surance Company.” 


PEOPLE’S LIFE INSURANCE COM- 
PANY, CHICAGO, ILLINOIS, 
Report of Examination Reviewed. 


This company was examined by the 
Illinois Insurance Department as of 
June 30, 1915, the report being dated 
September 7, 1915. 

People’s Investment Company.—The 
People’s Life Insurance Company for- 
merly had a contract with the People’s 
Finance Company. In October, 1913, 
the directors approved the cancellation 
of this contract in exchange for one 


with the People’s Investment Com- 
pany, an Arizona corporation, under 
which the People’s Life acknowledged 


a liability of $43,000 due to the People’s 
Finance Company, of which amount 
$8,200 was to be paid at once in cash. 
The balance, together with any sums 
advanced in the future by the People’s 
Investment Company, was to be re- 
paid with 6% interest through a com- 
mission of 744% on all renewal pre- 
miums, which carried no other renewal 
commission liability, the commission 
not to exceed the loadings on such 
premiums, and payments to commence 
on demand of the Investment Company. 
Under the terms of this contract there 
would be no current liability charge- 
able against the People’s Life on ac- 
count of such advances. In December, 
1913, a contribution of surplus of $25,- 
600 was made by the Investment Com- 
pany, of which, however, only $9,256.72 
was shown in the income as reported 
to the Department for that year, the 
balance being applied to cancel and 
reduce various expenses incurred by 
the company during the year. Simi- 
larly, in December, 1914, a contribu- 
tion of $56,300 was made, of which 
$20,000 was shown in the annual state- 
ment, the balance canceling corres- 
ponding disbursements. The examiner 
pointed out that such a method of re- 
ducing the disbursements reported is 
not in accord with departmental re- 
quirements, and the necessity for con- 
forming to such requirements in the 


future has been called to the atten- 
tion of the company. 
In 1914 collateral loans of $22,500 


were made to the Investment Com- 
pany, secured by mortgage loans. This 
loan was increased by interest to $23,- 
533.33 and the collateral replaced by 
$50,000 capital stock of the Invest- 
ment Company. The Illinois Insurance 
Department took exception to this loan, 
and it was paid off in March, 1915, by 
certificates of deposit and by the trans- 
fer to the People’s Life Insurance Com- 
pany of title to a certain piece of Hins- 
dale property. This property has been 
appraised by the Illinois Insurance De- 
partment at $35,000, consisting of $10,- 
000 for the land and $25,000 for the 
building. The company had made 
mortgage loans thereon of $17,500 to 
the owner, Elon A. Nelson, president 
of the company. The property has 
been assumed with the expressed in- 
téntion of using it for home office pur- 
poses, and is carried at a net value 
of $17,500, which will be increased to 











Illin: 
has | 
be 1 
bank 
been 
amor 
reco! 
rent 
man 

Ch 
were 
cont 
whe! 
catic 
the i 
on t 
they 
sisti 
assu 
on a 
such 
futu 


com] 
and 
the 

ance 
ferr« 
amo! 
as jy 
ferre 
iner 
mad 
tions 
cies 





February 1, 1916 


BEST’S LIFE INSURANCE NEWS 


93 








the full amount of $35,000 by cancella- 
tion of the outstanding mortgages of 
$17,500. 

During the first six months of 1915 
further contributions of $18,022 were 
made by the Investment Company, 
while in August a repayment of $1,- 
024.26 was made by the People’s Life. 
The records show that the total con- 
tributions assumed or received under 
the contract amount to $142,922, ex- 
clusive of interest, of which there has 
been repaid to the Investment Com- 
pany only $8,711.06. 

The examiner states that it is essen- 
tial that a careful account of the re- 
lations between the two companies 
should be maintained. 

The president of the People’s Invest- 
ment Company is Luman T. Hoy and 
the secretary is Fremont Hoy. The 
latter 
of the Life Insurance Company and 
both are directors of it. 

Capital Stock.—In 1914 the company’s 
charter was amended, increasing the 
authorized capital to $500,000. Since 
June 30, 1915, the company’s records 
show that the company has sold new 
stock of $1,000 par value at $25 per 
share, par value $10 per share. No 
stock register has been maintained in 
the past, but the total issues as shown 
by the certificate stubs agrees with 
the ledger account. The only dividend 
paid on the stock was 4% in 1910. 

Management.—The president, vice- 
president and secretary and treasurer 
constitute the Executive Committee, 
which supervises affairs between di- 
rectors’ meetings. Only one such reg- 
ular meeting is held per annum. 

Deposits.—The examiner calls at- 
tention to a deposit of $72,575 in the 
Hoy Banking Company, of McHenry, 
Illinois, a private bank, but assurance 
has been received that this deposit will 
be transferred to State or National 





banks. Also that the company has 
been carrying unnecessarily high 
amounts in bank deposits, and it is 


recommended that the excess over cur- 
rent needs be transferred to more per- 
manent and remunerative investments. 

Claim Settlements.—Certain claims 
were found compromised where the 
contestible period had expired or 
where misrepresentations in the appli- 
cation was charged without, however, 
the insureds’ statements being endorsed 
on the policy, as is necessary where 
they are advanced as grounds for re- 
sisting liability. The company gave 
assurance that the legal limitations 
on a company’s voidance of liability in 
such cases would be observed in the 








future. 

Dividends,—The business of the 
company is largely non-participating 
and it is proposed to entirely cease 
the issuance of participating insur- 
ance. On December 31, 1914, the de- 
ferred dividend business in force 


amounted to $271,950. No surplus has 
as yet been apportioned to the de- 
ferred dividend policies, and the exam- 
iner states that allowance should be 
made by the company for accumula- 
tions thereon. The participating poli- 
cies assumed in 1912 from the Modern 


is vice-president and secretary |! 


Life of South Bend, Indiana, received 
a first dividend suffcient to reduce 
the net premiums to the non-partici- 
pating rate of the People’s Life, such 
dividend being increased by 3%% in 


| successive years. 


General Remarks.—In conclusion, the 
examiner states that “the company is 
' operating in Illinois, Indiana, Michi- 
gan and Nebraska. Its growth has 
| been somewhat slow, being hampered 
; by the small surplus available for de- 
velopment purposes. The expenses 
have been heavy, due in large part to 
| the operation of the quarter-monthly 
| premium department, which, however, 
jis now being discontinued as regards 
;}new insurance. The mortality has been 
| favorable, being less than 50% of the 
expected during the period under ex- 
amination. The policy of the manage- 
ment appears to have been to contri- 
bute sufficient sums from time to time 
to allow for moderate development 
and to maintain merely a small sur- 
plus on hand. They express willing- 
ness to make such further contribu- 
tions as may be necessary to carry the 
business to a surplus-producing stage.” 
Extracts from Statement as of June 30, 

1915. 

Admitted assets, $348,438.45; net re- 
serves, $239,968; total liabilities, ex- 
cept capital, $248,086.47; capital paid 
up, $100,000; net surplus, $351.98. On 
June 30, 1915, the ordinary insurance 
in force amounted to $4,813,215. The 
amount issued in the first six months 
of 1915 amounted to $1,521,630, and the 
terminations amounted to $1,761,139. 
The industrial business in force on 
June 30, 1915, amounted to $688,901. 








PHOENIX MUTUAL LIFE INSURANCE 
COMPANY, HARTFORD, CON- 
NECTICUT. 

Dividend Scale Increased. 

The 1916 dividend scale of this com- 
pany shows a substantial increase over 
that of 1915. The first three dividends 
on the new scale on an ordinary life 
policy, issued at age 25, were as fol- 
lows: $3.51, $3.64, $3.78, as against 
$2.88, $3.09, $3.30, under the 1915 scale. 
At age 35, the figures were as follows: 
$4.56, $4.76, $4.97, as against $3.85, $4.13 
$4.42; at age 45, $6.10, $6.37, $6.69, as 
against $5.54, $5.95, $6.38; at age 55, 
$9.67, $10.18, $10.71, as against $8.83, 
$9.50, $10.18. 

On a Twenty Pay Life Policy the 
first three dividends on the new scale, 


at age 25, are $3.54, $3.81, $4.08, as 
against $2.91, $3.25, $3.60; at age 35, 
$4.58, $4.92, $5.26, as against $3.88, 


$4.29, $4.72; at age 45, $6.15, $6.53, $6.98, 
as against $5.58, $6.10, $6.65; at age 55, 
$9.68, $10.27, $10.86, as against $8.85, 
$9.58, $10.33. 

On a Twenty-Year Endowment Pol- 
icy the first three dividends on the 


new scale are as follows: Age 25, 
$3.61, $4.12, $4.64, as against $2.99, $3.58, 
$4.17; age 35, $4.64, $5.15, $5.68, as 
against $3.93, $4.53, $5.13; age 45, $6.17, 
$6.66, $7.22, as against $5.60, $6.24, 
$6.89; age 50, $7.58, $8.16, $8.75, as 











against $6.95, $7.64, $8.35. 








RELIABLE LIFE ASSURANCE COM- 
PANY, INDIANAPOLIS, IND. 

In our December issue, page 70, we 
reported that a proposition for the re- 
insurance of the outstanding risks of 
this company had been made by the 
Pension Mutual Life Insurance Com- 
pany, of Pittsburgh. The proposed 
contract has since been approved at 
the meetings of the stockholders and 
policyholders of this company. 

Interests identified with the Pen- 
sion Mutual Life have acquired about 
80% of the stock of the Reliable Life, 
partly through exchange of stock on 
the basis of two shares of Reliable 
Life for one share of Pension Mutual, 
and partly through the purchase of 
Reliable Life stock for cash. The 
actual transfer of the business of the 
Reliable Life to the Pension Mutual 
has not, however, been completed, pend- 
ing the adjustment of a controversy 
between the Pension Mutual and the 
Indiana Insurance Department, which 
revoked the license of the Pension 
Mutual in that State on December 20, 
1915. 

The revocation of its Indiana license 
grew out of a discussion concerning 
a deposit with the Indiana Insurance 
Department, originally made by the 
Commercial Life Insurance Company 
of Indiana, which was reinsured by the 
Pension Mutual in 1913, and which de- 
posit was augmented by an additional 
deposit made by the Pension Mutual 
with the Indiana Department after it 
reinsured the Commercial Life. After 
accepting and holding these additional 
securities for some months, the Indiana 
Department notified the Pension Mu- 
tual Life that the character of some 
of the securities was not satisfactory, 
and asked that others be substituted. 
The Pension Mutual Life advised us 
that some time prior to this request, it 
was examined by the Indiana Depart- 
ment, which approved these securities 
as assets of the Pension Mutual. It 
takes the position also that, under the 
law, it is not required to maintain 
any deposit with the Indiana Depart- 
ment because it is not incorporated 
under the laws of that State, and it 
has always been the policy of the In- 
diana Department to require these de- 
posits only from Indiana life insur- 
ance companies. The Pension Mutual 
Life requested the Insurance Depart- 
ment to submit all the points in the 





controversy to the Attorney General 
upon an agreed statement of facts. 
SCANDIA LIFE INSURANCE COM- 


PANY, CHICAGO, ILLINOIS, 

Report of Examination Reviewed. 

This company was examined by the 
Illinois Insurance Department as of 
June 30, 1915, the report being dated 
November 1, 1915. 

This company took over the business 
of the Scandia Mutual Life Insurance 
Company, an assessment association, 
which was organized in 1902, and 
which in that year assumed the risks 


(Continued on next page.) 
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SCANDIA LIFE (Continued). 


of the Scandinavian Mutual Aid Asso- 
ciation, of Galesburg, Illinois. As the 
respective rights of the assessment 
and legal reserve classes have been in 
question, a system of accounting be- 
tween the two classes has been adopt- 
ed after consultation with the Illinois 
Insurance Department. The determi- 
nation of the results under this sys- 
tem has only recently been completed, 
and it was for this reason that the re- 
port of examination has been delayed. 


Assessment Class. — The basis of 
rates adopted by the Scandinavian Mu- 
tual Aid was applied to the risks as- 
sumed by the Scandia Life, the insur- 
ance being scaled accordingly. The 
reinsurance agreement provided spe- 
cifically that the right of assessment 
should be continued, and that the 
members should thereafter “pay all 
assessments at the time the same are 
due and in such sums as may from 
time to time be fixed by the Board of 
Directors and ordered by the Board of 


Managers of the Scandia Life.” No 
change in the rates of assessment 
from those formerly charged was 


made until 1914. The experience of 
the company was such that in the 
early years after the reinsurance the 
gross assessments paid by the assess- 
ment class were in excess of the claims 
and expenses chargeable against it. 
Commencing with 1911, however, the 
assessments have not been sufficient 
to meet even the claims of the assess- 
ment class, with no allowance for a 
proportionate share of the expense of 
the company. The rapid increase in 
the annual under-payment was such 
that the management considered that 
decisive action was necessary. A reso- 
lution was adopted by the directors, 
providing that a new table of assess- 
ment rates should become effective 
September 1, 1914, applicable to the 
yearly increasing attained ages of the 
members. These rates were based on 
the American 3% per cent. one year 
term rates, loaded to provide for a due 
share of expense of operation. It was 
specifically provided, however, that 
these rates were not to be considered 
as necessarily fixed, but dependent on 
the future experience of the company, 
being subject to either increase or de- 
crease. The assessment members were 
allowed option of transferring to a 
special low-rate Ordinary Life Non- 
Participating Policy, paying the pre- 
mium for the attained age at time of 
transfer. 


This increase aroused great opposi- 
tion on the part of many members, 
principally on the ground that the as- 
sets received from the Scandia Mu- 
tual should have been held exclusively 
for the benefit of the assessment mem- 
bers. Application was made in the Su- 
perior Court of Cook County in Decem- 
ber, 1914, for an injunction against the 
enforcement of the new rates. This 
was refused and the suit dismissed at 
the cost of the plaintiff. In June, 1915, 
another suit was filed in the United 
States District Court, Northern District, 





which is still pending, the hearing hav- 
ing been set for February, 1916. 

This question has been given a great 
deal of consideration by the Illinois 
Insurance Department, and the exam- 
iner went thoroughly into the princi- 
ples involved and the methods of fund 
apportionment adopted. The report of 
examination gives the following infor- 
mation regarding the attitude of the 
management as represented to the In- 
surance Department: 

“Under the terms of the reinsurance 
agreement the directors must deter- 
mine in their discretion the proper 
rates to be charged the assessment 
members. The assets received under 
the reinsurance are the absolute prop- 
erty of the company as a whole, to be 
used in the interests of all members. 
Following the principle, however, of 
mutual insurance, due allowance 
should be made for the credits and 
charges applicable to the respective 
classes and members, bearing always 
in mind that the development of the 
company must be assured as in no 
other way can the members’ interests 
be protected. Consequently, while the 
assessment class has no valid exclu- 
sive claim to the reinsurance assets, 
allowance should be made for them in 
the computations of the debits and 
eredits of the different classes, based 
on the actual experience of the com- 
pany. ‘If the charges against the as- 
sessment members were distributed 
over the different ages in exact pro- 
portion to the risk the rates at the 
higher ages would become so great as 
to be prohibitive. In consequence, 
those above a certain age, that adopted 
being 71, should be charged a level 
rate, lower than the “whole life” rate, 
the deficiency in rate being charged 
against the assessment class as a 
whole. If the assessment receipts to- 
gether with the credits for accumu- 
lated reinsurance assets should be in 
excess of the assessment class’ pro- 
portionate share of the mortality cost 
and expenses, with allowance for the 
deficiencies in rates above age 71, then 
corresponding credits could be granted 
the assessment class in the way of re- 
duction in rates or by lowering the age 
above which the rate does not increase. 

“In order to determine the financial 
condition of the two classes in accord- 
ance with the above principles a care- 
ful computation of the experience of 
the company from the time of reinsur- 
ance has been worked out by the com- 
pany’s actuary, all calculations being 
on an earned and incurred basis, and 
by calendar year. Premiums were 
credited entirely to the class from 
which they were received. Specific first 
year expenses were charged against 
the legal reserve class, the balance 
being allocated to the two classes in 
proportion to the average amount of 
renewal business in force during the 
year. The actual mortality of the com- 
pany as a whole was apportioned 
against the two classes in proportion to 
their expected cost. Since first year 
expenses were charged against first 
year business allowance was made for 





the favorable mortality of early policy 
years in determining the expected cost 
of each class. On account of the com- 
paratively small amount of insurance 
involved the percentages of the tabular 
mortality assumed were those pro- 
vided for under the Select and Ulti- 
mate valuation method, which has re- 
ceived official approval through being 
incorporated in the laws of New York. 
Surrender values and dividends were 
charged exactly against the class to 
which they were granted. Interest 
rates were based on the actual earn- 
ings of the company on the average 
funds through the year. In applying 
the interest rate income and disburse- 
ments were assumed to be spread even- 
ly over the year. 

“Using the factors so produced the 
total funds accumulated to December 


31st, 1914, amounted to $1,625,898.00, 
divided as follows: 

Assessment (negative).....—$19,070.00 
Surplus Fund (accumula- 


tions of assets received 
under reinsurance). 
Legal 


590,583.00 
en eee - 1,054,385.00 





$1,625,898.00 

“This total agrees with that of the 
annual report for 1914 with due allow- 
ance for outstanding assets and 
charges. 

“Calculations were also made to de- 
termine the effect of using a constant 
assessment rate above age 70. Based 
on the American 3% per cent. Table 
the present value of the deficiency on 
business in force June 30th, 1915, was 
$669,065.58. Another calculation was 
based on a modified American Mor- 
tality Table using a graded 80 per 
cent. mortality and 5 per cent. inter- 
est, which rates approximate to the 
actual experience of the company. The 
deficiency in the latter case amounted 
to $561,147.91. Granting the assess- 
ment class full credit for the accumu- 
lations of the assets received through 
reinsurance it will be noticed that the 
total fund so shown for December 31st, 
1914, would be $571,513.00, which 
would be further reduced by June 30th, 
1915, and which approximates very 
closely to the present value of the de- 
ficiencies in rates under the present 
system adopted by the company deter- 
mined according to the modified mor- 
tality table reflecting the actual ex- 
perience of the company. 

“So many considerations have to be 
taken into account in the adoption of 
such a system of distribution of funds 
between classes that it is impossible 
to lay down fixed rules. Doubtless 
varying opinions would be held as to 
details. I am convinced, however, that 
the above system conforms to broad 
principles of equity to a very satisfac- 
tory degree. The management of the 
company appears to have decided upon 
the increase only after lengthy consid- 
eration and from the conviction that 
it was essential and inevitable as evi- 
denced by the above figures and that 
the method adopted protects as much 
as possible the interests of all parties 
concerned.” 
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Surplus Distribution. — Various 
changes have been made in the past 
in the factors used in determining an- 
nual dividends. The present scale for 
all forms other than five-year term is 
based on 30% of the cost of insurance 
and 1% of the midyear reserve for the 
current policy year, but never less than 
the previous dividends on the same 
policy based on the scales formerly 
used. In the case of the five-year term 
the mortality factor is 20% of the tab- 
ular cost. The liability for surplus ap- 
portioned to deferred dividend policies 
not yet due is based on the annual 
dividends applicable to similar forms 
accumulated with 3%% interest. 

Conclusion.—In the general remarks 
the examiner states that during the 
period under examination, from De- 
cember 31, 1911, to June 30, 1915, the 
legal reserve business has increased 
from $9,112,133 to $18,247,911, while 
the assessment has decreased from $6,- 
862,196 to $3,375,175. The mortality 
experience of the company has been 
favorable, particularly so on the legal 
reserve business. The rules adopted by 
the Medical Department indicate care- 
ful selection of risks. 

Extracts from Statement as of June 30, 
1915. 

Total admitted assets, $1,888,328.35; 
net reserve, $1,853,917; total liabilities, 
$1,380,788.69; unassigned funds, $507,- 
539.66. 





SUN LIFE ASSURANCE COMPANY OF 
CANADA, MONTREAL, QUE. 
In last month’s issue we printed an 








article stating that this company was 
to reinsure the business of the Manu- 
facturers Life Insurance Company of 
Toronto. The reinsurance contract had 
been drawn up and approved by both 
companies, and was to be submitted to 
the Treasury Board for approval, but 
during the last week of January, the 
Dominion Instrance Department noti- 
fied both companies that it had come 
to the conclusion that it was not in 
the public interest to allow a well es- 
tablished company of the size of the 
Manufacturers to be blotted out. 
Under the Dominion Insurance Act 
the companies would have the right to 
make an application to the Treasury 
Board for approval, but as there was 
objection from the Insurance Depart- 
ment the managers of both companies 
decided to declare the negotiations off. 
We print below a copy of the an- 
nouncement made by the president of 
the Sun Life regarding the matter: 
“The Manufacturers Life Insurance 
Company is one of the larger Can- 
adian companies, strong, well estab- 
lished and prosperous. As such the 
superintendent of insurance does not 
view with favor a proposition for its 
absorption. He further considers that 
its excellent financial condition justi- 
fies the belief that its future profits 
will be on a par with those of the 
best companies, and that the interests 
of the policyholders will not suffer if 
the reassurance be not completed. We 
are as firmly convinced as ever that 
the proposed amalgamation would have 
been for the benefit of all, and would 


All Companies and Associations reported upon in this 
and all prior issues of the current volume of BEST’S LIFE 
INSURANCE NEWS, beginning with that of June, 1915 





have resulted in increased profits to 
the policyholders of both companies, 
but in view of the official opinion, the 
two companies have decided to drop 
all negotiations, and each will here- 
after go its own way, with mutual es- 
teem and good will. To the policy- 
holders of the Manufacturers’ Life I 
would sav that they have a company 
that is worthy of their fullest confi- 
dence and heartiest support. The com- 
pany is, furthermore, under thoroughly 
capable management, and of its future 
success I have no doubt.” 





UNION CENTRAL LIFE INSURANCE 
COMPANY, CINCINNATI, OHIO. 


An announcement made to. the 
agency force of this company recently, 
in regard to the liberalizing of its 
policy contracts, reads in part as fol- 
lows: 

“All policies issued on and after Jan- 
uary 1, 1916, will provide that paid-up 
and extended insurance issued in lieu 
thereof, and reversionary additions 
credited thereon shall participate in 
profits. 

“All paid-up and extended insurance 
issued or to be issued in lieu of par- 
ticipating policies dated prior to Jan- 
uary 1, 1916, and all reversionary ad- 
ditions credited or to be credited on 
such policies, shall be admitted to par- 
ticipation on their anniversaries in 
1916, receiving dividends on their an- 
niversaries in 1917, and annually 
thereafter, irrespective of any provi- 
sions in the policies to the contrary.” 
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Northwestern Nat'l Life, Minneapolis, Minn.January .. 
Ohio National Life, Cincinnati, 
Ohio State Life, Columbus, Ohio 
Order of Srar‘a, i 
Pacific Mutual Life, “Los Angeles, Cal. 
Pan-American Life, New Orleans, La.. 
Penn Mutnal Life. Philadelphia, Pa 
Pension Mutual Life, Pittsburg, -, 
Peoples Life, Chicago, Ill 
People’s Lite, Franktort, 
Phoenix Mutual Life, Hartford, CHER. ++ > eae eel 
Pioneer Life, Fargo, N, Augusl.. 
Pittsburgh Life & Tr. Co., Pittsburgh, Pa.August 
Postal Life, New York, N. Y Sept. 
January . 
Presbyterian Ministers Fund, Phila., aga ——o- 
Providers’ Life Assur. Co., Chicago, ml. 
Prudential of America, Newark, ) ee See 


oe yn EEE eee 
- February ... 


Prudential Life, Winnipeg, Man Sep 

Puritan Life Ins. Co., Providence, R. I....January.... 

Reliable Life, Indianapolis, Ind December.... 
February ... 

Reliable Life, New Orleans, La 

Reserve Loan Life, Indianapolis, Ind..... 

Royal Arcanum, Bosten, Mass...... 

Royal Life, Chicago, Ill 

Scandia Life, Chicago, 

Securi.y Mut. Life, Binghamton, } 

South Bend Life, South Bend, Ind. 

Southern States Life, Atlanta, Ga 

Southwestern Life, Dallas, Tex.... 


December 
.November 
September ... 
September ... 


Standard Life of Amer., Pittsburgh, Pa... 
Standard Life, Des Moines, Ia 

Standard Reserve Co., Lincoln, Neb 
State Life, Indianapolis, Ind 

State Mutual Life, Worcester, Mass 
State Mutual Life, Rome, Ga : 
Sun Life of Canada, Montreal, Que September... 
January ..... 
; att wes 
Travelers Insurance Co., Hartferd, Conn..June. . 
Twin City Life, Minneapolis, Minn...... ae 


August 
Two Republics Life, El Paso, Tex 
Union Central Life, Cincinnati, Ohio 


Union Pacific Life, Portland, Ore 


yd eee 
ew eee 


October oun 

Union Pacific Life of Vancouver, Wash., 

Headquarters Portland, Oregon. -October...... 
T'nited States Annuity & Life, Chicago, til.. January. 
United States Life, New York, N. Y ‘Sent 

January ... 

Volunteer State Life, Chattanooga, Tenn. .Sept. 
West Coast Life, San Francisco, Cal...... June.. 
Western Life Indemnity Co., Chicago, eh 
Western States Life, San Francisco. Cal. 
Western Union Life, Snokane, Wash 
Wisconsin National Life, Oshkosh, Wis. 
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